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THE NATIONAL CATHOLIC EDUCATIONAL 
ASSOCIATION 


MEMBERSHIP 


All who are interested in the welfare of Catholic educational work 
are invited to become members of the National Catholic Educational 
Association. It is the desire of the Executive Board that the mem- 
bership be increased so that the organization may represent a power- 
ful influence in favor of religious education in America, and, also, 
that the Association may be provided with adequate funds for the 
support of its activities. The funds for the support of the Associa- 
tion are derived from the following sources: 


Sustaining Membership 


Any one desiring to give special aid to the Association may become 
a sustaining member. The annual fee for such membership is $10.00. 


Seminary Dues 
Each Seminary in the Seminary Department pays an annual fee 
of $25.00. 
College and University Dues 
Each College and University in the College and University Depart- 
ment pays an annual fee of $20.00. 


High-School and Academic Dues 
Each High School and Academy pays an annual fee of $10.00. 


Parish-School Dues 
Priests, teachers, and laymen may become members of this Depart- 
ment. A parish school may be enrolled as a member. The annual 
fee is $2.00. 
General Membership 
Any one interested in the work of Catholic education may become 
a member of the Association. The annual fee is $2.00. 


Donations 


Special donations are received from time to time from those who 
wish to help in the work. 

The Annual Report and current publications of this Association are 
sent to all members. Information in regard to the Association may 
be obtained from the Secretaries of the Departments or from the Sec- 
retary General. Remittances outside of the time of the convention 
should be sent to the office of the Secretary General. Checks should 
be made payable to the National Catholic Educational Association 

General office of the National Catholic Educational Association: 


1312 MASSACHUSETTS AVE., N. W., 
WASHINGTON, D. C. 
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ANNOUNCEMENT 


The Thirty-seventh Annual Meeting of the National 
Catholic Educational Association will be held in the new 
Municipal Auditorium, Kansas City, Mo., on Wednesday to 
Friday, March 27, 28, and 29, 1940. The Association is wel- 
comed to Kansas City by His Excellency, the Most Reverend 
Edwin V. O’Hara, who has directed that all necessary ar- 
rangements be made for the convenience and entertainment 
of the large number of Catholic educators who are expected 
to attend. 

Committee on Arrangements 

Very Rev. Daniel H. Conway, 8.J., Rector, Rockhurst 
College, Chairman; Very Rev. James N. V. McKay, Very 
Rev. M. D. Tierney, Rev. Charles A. Dibbins, Rev. B. J. 
Hale, Rev. C. B. Healy, Rev. John R. Hennessey. 


Religious Services 
The Meeting will open with Pontifical Mass on Wednes- 
day, March 27, 10:00 A. M., in the Music Hall of the Mu- 
nicipal Auditorium. 
Headquarters 


The Hotel Muehlebach, Twelfth St. and Baltimore Ave., 
will be the official headquarters of the Association during the 
Meeting. It is desirable that those who expect to attend the 
Meeting and wish hotel reservations should make early ap- 
plication. 

Places of Meetings 

All meetings will be held in the new Municipal Audito- 
rium, which covers the entire block bounded by Thirteenth 
and Fourteenth, Central and Wyandotte Sts. The Audito- 
rium is within easy walking distance of the hotel, theatre, 
and shopping districts. 

The arrangements for the meetings are as follows: Open- 
ing and Closing General Meetings, Music Hall; College and 
University Department, Room 600; Secondary-School De- 
partment, Little Theatre; School-Superintendents’ Depart- 
ment, Room 206; Parish-School Department, Music Hall; 
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Deaf-Mute Section, Room 201; Blind-Education Section, 
Room 203; Seminary Department, Room 501; Minor-Sem- 
inary Section, Room 401. 


Public Meeting 


An outstanding event of the convention will be a public 
meeting for the clergy and laity on Wednesday, March 27, 
at 8:00 P. M., in the Music Hall of the new Municipal Audi- 
torium. Addresses will. be delivered by speakers of na- 
tional prominence. An attractive musical program will 
be arranged. 


Further details in regard to this meeting will be included 
in the Preliminary and Official Programs. 


Registration Headquarters 


Registration headquarters will be established in the 
Arena, new Municipal Auditorium. 

Information desks will be set up in the Arena, new Mu- 
nicipal Auditorium, and the lobby of the Hotel Muehlebach. 


Reservations for Sisters 


Sisters from outside the Diocese who desire to make 
reservations for the convention should write to Mother 
Simplicia, St. Teresa College, Kansas City, Mo. 


Luncheon for Sisters 


Arrangements will be made to provide luncheon for 
Sisters at very moderate rates. The luncheon will be served 
daily during the period of the convention in the new Mu- 
nicipal Auditorium. 


Admission by Badge 
Admission to the various sessions of the convention may 
be had by those who possess a convention badge. This con- 
vention badge may be obtained at the Registration Desk in 
the Arena of the new Municipal Auditorium. 
Badges will be issued to: 


(a) Members who present their membership card. (A 
membership card will be mailed in advance of the 
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meeting to every member who has paid dues for the 
year ending June 30, 1940.) 

(b) Registrants who pay at least the minimum member- 
ship fee ($2.00). 

NoTE: Visitors are welcome to attend the General Meetings, the 


Exhibit at all times, and with the approval of presiding officers the 
meetings (except business session) of certain Departments and 


Sections. 
Exhibit 
The Commercial Exhibit will be held in the Arena, new 
Municipal Auditorium. This is convenient to all meeting 


rooms. 
All who attend the convention are urged to make fre- 


quent visits to this Exhibit. 
Hotels and Daily Rates 
From the time of arrival of persons attending the con- 
vention until departure, the following schedule of rates will 
prevail: 


HOTEL MUEHLEBACH (Headquarters) 


Single room with bath, $3.00 to $6.00. 
Double room with bath, $4.50 to $8.00. 
Twin bedroom with bath, $5.00 to $9.00. 


HOTEL PRESIDENT 


Single room with bath, $2.50 to $4.00. 
Double room with bath, $3.50 to $5.00. 
Twin bedroom with bath, $4.50 to $6.00. 


HOTEL PHILLIPS 
Single room with bath, $2.50 to $4.50. 
Double room with bath, $4.00 to $7.00. 
Twin bedroom with bath, $5.00 to $7.00. 


Places to Say Mass 
The Reverend Clergy will find it convenient to celebrate 
Mass at the following churches and chapels: 
Cathedral, 416 West 12th St., Right Rev. J. J. McCaffrey. 
Redemptorist Fathers, 3333 Broadway, Very Rev. Walter 


Polk, C.SS.R. 
St. Aloysius’, 1107 Prospect Ave., Rev. T. A. O’Malley, S.J. 
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St. Patrick’s, 806 Cherry St., Rev. John R. Hennessey. 

St. Mary’s Hospital, 2800 Main St., Sister Superior. 

Our Lady of Sorrows, 2552 Locust St., Rev. J. Forest 
McGee, O.F.M. 

Sacred Heart, 2540 Madison St., Rev. Charles A. Dibbins. 

St. Vincent’s, 3110 Flora Ave., Rev. J. A. Overberg, C.M. 


Other arrangements for Mass can be made through Rev. 
William Brennan, C.SS.R., at the Redemptorist Church, 
3333 Broadway. 


Payment of Dues 


It has been the policy of the Association to raise no more 
money than is sufficient to meet the annual expenses. This 
amount has always been voluntarily forthcoming without 
effort, and the Association makes no special appeal for 
funds. In this way its work is limited to the subjects that 
are immediate to its purpose. The expenses of the Associa- 
tion are raised by the annual dues of the members, and by 
contributions from those who have taken a particular in- 
terest in the work. 


Publications of the Association 
Copies of the previous reports and other publications of 
the Association may be obtained by writing to the office of 
the Secretary General. Copies of the early reports are 
available only for libraries and educational institutions. 











NON-SALARIED SERVICE AND LIVING 
ENDOWMENT 





J. HARVEY CAIN 
Director, Financial Advisory Service 
American Council on Education 
and 
HENRY G. BADGER 


Associate Specialist in Educational Statistics 
United States Office of Education 





It is a well-known fact that many colleges and universities 
over the United States receive a great deal of service for 
which they pay no cash. In some instances the proportion 
of these services is so great that the colleges depend quite 
largely on it; in fact, it proved one of the most stable sources 
of support for these schools during the depression period. 

It was not until 1932, however, that the United States 
Office of Education began to collect information concerning 
non-salaried service as an item of income, although valuable 
studies had been made before then by other educational au- 
thorities. In that year the first tabulation of the estimated 
value of this service was published by that office. The total 
value for the nation was set at a little more than $5,000,000. 
Two years later a similar tabulation by the same office 
showed a total of more than $6,000,000. In 1936, the last 
year for which data have been published, the total rose to 
a little more than $6,500,000. In each of these years more 
than 92 per cent of the total was reported by institutions 
operated by or for the Roman Catholic Church. But it is 
noteworthy that each year institutions under Protestant or 
public control reported a certain amount of service of this 
type, thus showing that the problem of accounting for it 
is a general one. 

There is in the minds of a considerable number of edu- 
cators a feeling that the actions of accrediting associations 
have had the effect of legislating against church-related col- 
leges because of economic conditions, decline in investment 
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income, and other factors over which the colleges have little 
control. These educators feel that the colleges should not be 
penalized for these economic deficiencies, when on the other 
hand there is evidence to show that the efficiency of teaching 
has in some instances actually ‘been increased by the ap- 
pointment of a larger number of teachers with the doctor’s 
degree, as well as those with broader teaching experience. 

In an address before the National Catholic Educational 
Association, Lloyd Morey, Chairman of the Financial Ad- 
visory Service of the American Council on Education, 
stated : 1 


“Non-salaried service is that rendered to an institu- 
tion for which compensation is not paid, but which 
service should be recognized in accounts and reports at 
a fair value in accordance with the amount paid for 
such service in institutions where cash compensation 
prevails. There should be a distinction between the 
operations of the college proper and the operations of 
the house, community, or other living units. This situa- 
tion requires a segregation of the accounts of the two 
activities in such a way as to show the true income and 
expenses of both.” 


In similar fashion, living endowment might be thought of 
as a theoretical fund or principal sum which if invested 
would produce income equivalent to the monetary value of 
service regularly contributed but not paid for in cash. 

Using the first sentence of Doctor Morey’s definition as a 
starting point, it is not hard to recognize several different 
types of non-salaried service. A few may be noted. 

The first and most common one is, of course, that ren- 
dered at institutions conducted by the various religious or- 
ders of the Roman Catholic Church. Here the order trains 
the teacher or other officer and makes permanent use of his 
services, allowing therefor food, clothing, shelter, and other 
necessities of life, but no cash stipend. 





1Report of the Proceedings and Addresses of the Thirty-fourth 
Annual Meeting of the National Catholic Educational Association, 
Louisville, Ky., March 31, April 1 and 2, 1937. 
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Next is that rendered at certain institutions conducted by 
Protestant churches, wherein the individual pays for his 
own training and serves the church or church college at a 
salary not intended to be competitive. 

Thirdly, we have that rendered at certain professional 
schools (medicine, law, etc.) wherein men actively engaged 
in the practice of their profession devote a portion of their 
time to lecturing or clinical work before students who are 
looking forward to entering the particular profession con- 
cerned. Accounting difficulties have operated to keep this 
service from getting into the books, except in a few schools. 

A fourth type of service is of an emergency character. 
When, for one reason or another, a college finds itself unable 
to pay the entire amount of salary contracted with its em- 
ployes, it might be considered that these employes are con- 
tributing that portion of their service which is not paid for. 
It must be assumed, of course, that the work load of the 
employe concerned is not decreased and that the decrease 
in salary is only temporary. Questions both of theory and of 
practical accounting make it inadvisable to do more than 
recognize the existence of this type of service in the present 
study. 

A fifth type of service is of an irregular, non-recurring 
nature. Occasionally a benefactor of a school will perform 
for it a service of real monetary value, but will not receive 
or even expect cash payment for it. Again it is not necessary 
in the present study to do more than call attention to this 
type of service. 

Then there is the service rendered by members of gov- 
erning boards of colleges and universities. So far as the 
present writers are aware, no serious attempt has ever been 
made to appraise this service and get it into the records, 
although its non-monetary value is recognized by educa- 
tional administrators the country over. 

In connection with any study of the question of non-sala- 
ried service one of the first questions to arise would be: 
“Why report it at all?” The most obvious answer to this 
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question is that it renders comparison of finances between 
institutions more intelligible by correction of this one in- 
tangible. Another reason for the inclusion of the item is 
that it gives recognition and acknowledgment to the fine, 
loyal, unselfish service given to higher education by a large 
body of workers. A third reason is, to use the words of Dr. 
John Dale Russell, Professor of Education, University of 
Chicago, that the religious organizations have invested in 
their members a considerable capital in the form of educa- 
tion and preparation for service; they operate on a com- 
munity basis with income represented in goods and services 
rather than cash, whereas the lay faculties operate on the 
usual economic system of a money exchange. 

A dissenting point of view on the whole problem comes 
from Mr. John B. Goodwin, Accountant of the Board of 
Higher Education, New York City, who says: 


“T formerly believed that contributed services should 
be evaluated and booked, but I now question my faith 
in the principle. You should not assume that all persons 
approve this principle and that the unsolved problem is 
the extent to which it should be applied. The purpose of 
booking contributed services is to make the institution 
look better to evaluating groups and technical edu- 
cators. It is the outgrowth of that vicious educational 
principle that educational excellence correlates with 
educational expenditures.” 


The problem of non-salaried service and living endowment 
brings up several questions which the writers have referred 
to more than a hundred officials of higher educational insti- 
tutions, both Catholic and non-Catholic, and to some officials 
of regional or state groups interested in higher education. 
Most of the persons interrogated were connected with Cath- 
olic institutions, since the bulk of the service is in schools of 
this Church. The following questions were asked: 

(1) Do you think contributed service should be reported 
by Catholic institutions only, by all church-related colleges 
and universities, or by these and by publicly controlled in- 
stitutions as well? 
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(2) If reported, should it include only administrative and 
instructional officers, or all who work without salary? 

(3) How should salary schedules (for determining value 
of this service) be arrived at? 


(4) Should an institution which operates on a nominal 
salary basis report as non-salaried service the difference be- 
tween this salary and a real competitive salary? 


(5) Should non-salaried service be capitalized and car- 
ried on the balance sheet or as a footnote to it? 


Fewer than half of the persons replying to the first ques- 
tion favor reporting this kind of service in Catholic institu- 
tions only. One suggests a possible exception in the case of 
the Lutheran and Seventh Day Adventist colleges in view 
of the nominal salaried character of these schools. Some 
persons feel that non-salaried service should be reported by 
each institution which receives it, regardless of the type of 
control of that institution. A treasurer of a Catholic insti- 
tution favors the inclusion of this service by all church-re- 
lated institutions, but sees no reason for its reporting in a 
public institution. Some of these statements follow: 


“T do not believe that a dollars-and-cents valuation 
should be placed on the non-salaried service rendered 
by the non-Catholic institutions. We, at present, em- 
ploy approximately 350 men in our Medical School, all 
rendering less than full-time service and all non-sala- 
ried. Because of the very nature of the service ren- 
dered, it is most difficult to place a dollars-and-cents 
valuation thereon which would correspond with the 
valuation that might be placed on similar service by 
other institutions. ... I do believe, however, that wher- 
ever possible a statement should be made as to the ex- 
istence or non-existence of non-salaried service in any 
particular college.”—-W. T. Middlebrook, Comptroller, 
University of Minnesota. 

“Catholic institutions should report the contributed 
services of all bona fide members of a religious com- 
munity. The contribution represents service which is 
ordinarily an expense to secular institutions, and if the 
service were not contributed, our outlay would be con- 
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siderably increased.”—Sister Rose Anthony, Treas- 
urer, College of St. Catherine. 

“There seems no reason why the principle of con- 
tributed service should apply to Catholic institutions 
only, provided that in the use of this principle the value 
of the continuity of the organization and the stability 
of the contributed service as found in the religious com- 
munities of the Catholic Church are kept in mind. Un- 
less some additional information is available as to the 
purpose of such procedure in the case of publicly sup- 
ported institutions, their inclusion seems pointless.”— 
Sister M. Benita, Treasurer, Rosary College. 


Among the officials who do not favor requesting non- 
Catholic schools to report non-salaried service is G. A. Mills, 
Bursar of Princeton University, who says: 


“T do not feel that you should ask the non-Catholic 
institutions for this information. I do not believe that 
there is a sufficient amount of it to make much differ- 
ence in the statistics, and you will only be causing the 
institutions more trouble in giving you the information 
you want.” 


President Wildman, of DePauw University, also refers to 
difficulties in bookkeeping and accounting incident to getting 
non-salaried service into the books, particularly for non- 
Catholic schools. 

The second question was whether to include all persons 
contributing service without pay or to include only adminis- 
trative and instructional officers. Here the opinion is almost 
unanimous that all persons should be included. This view 
is the one urged by the Very Reverend E. V. Stanford, 
0.8.A., President of Villanova College, in his discussion of 
living endowment of Catholic Colleges,? where a method of 
getting all non-salaried service into the books is presented. 

The third question was that having to do with ways and 
means of determining the value of the service contributed. 
Four persons suggested that each institution could best work 





2STANFORD, E. V., 0.S.A., “The Living Endowment of Catholic 
Colleges,” Catholic Educational Review, April 1937, p. 216. 
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out its own system of evaluating service. The statement of 
H. C. Gregg, Business Manager of Iowa State College of 
Agriculture and Mechanic Arts, makes the point that: 


“Most institutions which have contributed services 
also employ staff people on a strictly salaried basis. It 
seems to be reasonable, in arriving at the equitable 
values of contributed service, to relate them to the ac- 
tual salaries paid to the non-contributing employes.” 


Dr. Gould Wickey, Executive Secretary of the Board of 
Education of the United Lutheran Church in America, says: 


“T have felt for some time that accrediting associa- 
tions are legislating against church-related colleges be- 
cause of their failure to give ample consideration to 
the problem of non-salaried service. I recognize the 
difficulty of accrediting as unsalaried service the differ- 
ence between actual salaries in schools operating on 
the missionary basis and the salaries of similar institu- 
tions operating on a cash basis. But that is just the 
crux of the whole problem. I am sure that the church- 
related colleges would be happy to maintain a high and 
desirable salary scale and pay it when they have the 
funds to do so.” 


Ten officials favored the setting up of salary scales worked 
out for a large group of schools, these scales to take into 
account the geographic location of schools, the number of 
staff employes, the amount of training and experience, and 
other measurable factors. On this point the statement of 
the Right Reverend Martin Veth, O.S.B., Abbot of St. 
Benedict’s Abbey, is pertinent: 

“Without some standard of salary scale, any com- 
parison between institutions is meaningless, and com- 
parative analysis is one of the principal uses of such 
detailed data. However, each institution should be 
free to adopt the standard with modifications to adjust 
for individual needs. Such standard schedules might 
well be based upon the standard of an annual ‘living 
wage’ as worked out by the economists.” 

Along with this, a question asked of officials of Catholic 
schools only had to do with the accounting for this non- 
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salaried service. Nearly all agree that contributed service 
should be shown on the expenditure statement, thus show- 
ing correctly how much went for administration, instruc- 
tion, and so on. All those persons feel that an exact balance 
should be made between the total amount of non-salaried 
service charged by functions and the total amount credited 
as an item of receipt. 


The next question was asked of the non-Catholic group 
only : 

“If a school operates on a nominal-salary basis, pay- 
ing its employes only enough to provide the bare neces- 
sities of life, should that school report as non-salaried 
service the difference between this nominal salary 
(missionary salary, as some of them call it) and a real 
competitive salary?” 


Six replies to this question were received. Four favored 
this procedure and two opposed it. Of the four favoring, 
one suggested that only the Lutheran and Seventh Day 
Adventist churches should be considered. Some of these 
statements follow: 


“It is my judgment that an institution should record 
as direct contributions the difference between salaries 
accepted by qualified members of the staff and the 
basic salaries of comparable staff members in other 
institutions.”—President J. D. Brownell, Northland 
College. 

“It would appear to me to be advisable for institu- 
tions that operate on the nominal-salary basis to report 
as non-salaried service the difference between the 
missionary salary and the real competitive salary.”— 
H. A. Morrison, Secretary, Department of Education, 
General Conference of Seventh Day Adventists. 


In contrast with these viewpoints is that expressed by 
Dr. Franklin H. McNutt, Director, Division of Instruction, 
Ohio State Department of Education, who says, “I would 
have nothing to do with missionary salaries as a base for 
calculating endowment. Three-fourths of the Ohio denomi- 
national colleges could make claims under such provisions.” 
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The last question had to do with the capitalization of non- | 
salaried service and the consequent inclusion of an item rel 
in the balance sheet to be known as living endowment. Re- 
plies indicated one-third favored capitalization of this serv- 
ice and two-thirds did not favor it. Representative of those 
opposing are Mr. Mills of Princeton and Mr. Middlebrook 
of Minnesota; Sister M. Benita of Rosary College and Mr. 


Gregg of Iowa State College. The statement of Sister Benita is 
follows: an 
ves 


“Tt seems to me that no purpose would be served 
by showing the capitalization of Living Endowment 
on the Balance Sheet, and there are, moreover, reasons $a) 
why it does not seem advisable to place it there. The 
first is that both the asset and the liability items would 
be in the nature of fictitious entries which merely in- 
flate the figures shown on the Balance Sheet. Another 
very good reason against the practice is that in these 
days of published college financial reports which may 
get into the hands of unprincipled reformers and agi- 
tators, the inflation of the assets of a church-related 
college could be used to arouse antagonism. The fig- 
ures might also be misread by even sympathetic co- 
religionists, and the need for financial assistance made 
less obvious. 

“The value of contributed services as income and 
expense items in the accounting records represents the Ro 
equivalent of actual cash outlay which would be neces- 
sary if those services had to be purchased; but the 
Living Endowment could not be bought or sold for 
actual cash, as the securities which make up the actual 
endowment are bought and sold. Since it is good busi- 
ness practice not to make entries which would show 
appreciation of values, etc. in a rising market, except 
in rare and unusual circumstances, it does not seem 
good business practice to make such an entry as the : 
one under discussion on the Balance Sheet. 

“A footnote showing the value of contributed serv- the 
ices based on the scheduled evaluations, and capitalized 
at a pre-determined rate of interest, might be added 
to the Balance Sheet.” to 
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Sister Rose Anthony of the College of St. Catherine 
remarks: 


“At St. Catherine’s, we have been capitalizing the 
living endowment, but we have had a tremendous 
difference in the amount this year, because of a change 
in the evaluation of the contributed services.” 


In her financial report for 1939, Sister Rose Anthony 
omits the value of living endowment from her balance sheet 
and carries it as a notation in her Endowment Fund In- 
vestments, without including it in her totals. 

Sister M. Columkille, President, Incarnate Word College, 
says: 

“T believe that living endowment should be shown 
only as a footnote indicating that the contributed serv- 
ices would represent the sum of so many dollars if 
invested at so much per cent. If a special form of 
accounting is established for Catholic colleges, I would 
recommend that a place on the balance sheet be used 
for answering living endowment.” 


Mother M. Ignatius, Dean of the College of New Rochelle, 
says briefly, “Living endowments should be left off the bal- 
ance sheet altogether.” 

The National Committee on Standard Reports for Insti- 
tutions of Higher Education, in speaking of finances of 
Roman Catholic colleges, comments: 

“In order to meet the standards of some accrediting 
agencies, these institutions have been permitted to 
include the capitalized value of contributed services as 
part of their endowment. This capitalized value should 
not be included in the balance sheet, however, but may 
be recorded merely as supplementary information.” 
—Financial Reports for Colleges and Universities, 
University of Chicago Press, 1935, p. 38, footnote 1. 


In contrast with these opinions, an Ohio law, approved 
in 1937, provides for a “productive endowment including 
the capitalization of contributed services.” 

Although the study by Father Stanford already referred 
to emphasized the viewpoint that ‘“‘a Catholic college should 
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show in its financial report not only the value of its con- 
tributed services, but also it should reflect the capitalized 
value of these services as a regular item in the balance 
sheet,” he now indicates that he has had reason to modify 
this opinion. He states that all of the accountants whom 
he has consulted seem uniformly opposed to his original 
proposal, and in view of this he feels that his objective 
would be served by including the capitalized value of con- 
tributed services in the form of a footnote on the balance 
sheet. (Letter to the authors, September 11, 1939.) 


Father Charles Aziere, O.S.B., says in a study on Account- 
ing for Catholic Institutions of Higher Education :* 


“The entire religious community is, in a sense, an 
endowment of the college, providing the resources by 
which the college is founded and operated.” 


Donald J. Easley of the Comptroller’s Office, University 
of Notre Dame, makes this observation: 


“If we accept the principle of living endowment in 
Catholic institutions, I do not see how we could suc- 
cessfully object to state universities setting up an 
equivalent endowment as represented by the appropri- 
ation of the state. I doubt, however, that they would 
care to do this as there is no question in most minds 
that the endowment does exist in the case of the state 
university. Their financial reports are public property 
to anyone who cares to read them and the amount of 
money contributed by the state is tangible and de- 
terminable, and plainly set forth in the report. In the 
case of a Catholic institution the general public is not 
as well informed, and unless an expression in dollars 
and cents is given to the value of services contributed 
by religious members, there may be a tendency to ig- 
nore it altogether, or to place insufficient value on it. 
In order to dramatize the fact that Catholic education 
is endowed equally as are state-supported schools it is 
necessary to give some tangible expression, based on 
a realistic appraisal, to the value of this endowment.” 


3NATIONAL BENEDICTINE EDUCATIONAL ASSOCIATION 
BULLETIN, Vol. XVI, No. 2, p. 32. 
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Doctor McNutt, previously quoted, favors “permitting 
capitalizing of non-salaried service for endowment record 
purposes, also permitting state institutions to capitalize 
their annual appropriations,” a view shared by Father 
Michael G. Huebert, 8.M., Treasurer, St. Mary’s University 
of San Antonio. 


Conclusions 


It is clear that there is a wide difference of opinion on 
some of the questions which have been asked. On others 
there is more nearly unanimity. In view of the opinions 
received from educators in all sections of the country, the 
following conclusions are presented : 


(1) There seems to be no good reason why a college 
should not list its contributed services in the statement of 
income, thus giving a public and permanent recognition to 
the spirit which motivates the persons contributing their 
services. As a receipt, it is felt that these services should 
be listed as a grant or gift from the person or organization 
from which received. As an expenditure, they should be 
charged carefully by functions so as to permit an intelligible 
analysis of the expenditures of an institution receiving this 
service on a basis comparable with one which does not 
receive it. Such expenditures, for example, would be for 
administration, instruction, library, operation and mainte- 
nance of physical plant, and auxiliary enterprises. The 
total of these items in detail would correspond exactly with 
the item of income. Furthermore, there seems to be no 
good reason for excluding any non-salaried service of regu- 
lar staff members except the sporadic and irregular service 
found in a few Protestant or non-denominational colleges. 
Difficulties in accounting seem to be the only obstacle to 
setting up this item on the books of a state school which 
receives this service. 

(2) It seems equally clear that all non-salaried service in 
behalf of the institutional program should be recorded. The 
non-salaried cook in the kitchen, the non-salaried janitor 
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in the basement, is rendering service of definite value just 
as is the non-salaried president of the college. The differ- 
ence is in type of service; the principle is the same. Care 
should be taken, of course, that service be credited to the 
proper item; that is, a cook to auxiliary enterprises, a presi- 
dent, professor, or gardener to educational and general, 
and so on. Care should be taken to distinguish between 
persons employed in the service of an institution as an 
educational enterprise and the personnel whose services are 
rendered directly to the religious community or chapter. 
Only the former should be reported, not the latter. 

(3) It is felt that a competent study should be made and 
salary scales worked out for a large group of schools, these 
scales to take into consideration geographic location, the 
number of staff employes, the amount of training and ex- 
perience, and other measurable factors. It is recognized 
that such scales at best will be mechanical, and the amounts 
assigned will be accurate only on the average. If each in- 
stitution is left to determine its own criterion without the 
help of such scales it will result, as past experience has 
shown, in the assignment of many salaries far different 
from their normal or true values. 

(4) Evidence is not so overwhelmingly in favor of credit- 
ing as non-salaried service the difference between a normal 
competitive salary and the actual cash salary in a school 
operating on the missionary basis or in a situation of 
temporary financial stringency. The devotion and zeal of 
the persons thus serving is thoroughly recognized, as is 
the principle back of the service. The difficulty lies in the 
practical problems of accounting and in the standards by 
which the service is to be appraised. In certain religious 
groups the practice is, of course, well enough established 
to justify its recognition in the accounting system. The 
Seventh Day Adventists and certain of the Lutheran bodies 
are examples of these groups. 

(5) It is felt that the capitalization of non-salaried serv- 
ice and the consequent inclusion of living endowment as a 
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non-cash item in the balance sheet is inadvisable. It seems 
an erroneous interpretation of the generally accepted mean- 
ing of endowment. It should not be forgotten that in 1936 
Catholic schools alone reported non-salaried service to the 
value of approximately six million dollars. If this were to 
be capitalized at 5 per cent, it would involve an addition 
of one hundred and twenty million to the endowment re- 
sources of these schools. Capitalized at 4 per. cent, it would 
make the addition one hundred and fifty million. If capi- 
talized at less than 4 per cent, as seems most likely under 
present conditions, the addition would be correspondingly 
increased. It would seem no less advisable for state uni- 
versities to capitalize their annual appropriations from 
the state and include this capitalization as a part of the 
endowment. This point, already touched on, could lead to 
some rather attenuated extremes. When it is recalled that 
institutions under public control receive from federal, state, 
and local governments more than one hundred and fifty 
million dollars per year, it is easy to see that capitalization 
of this sum at 5 per cent would add more than three billion 
dollars to the endowment resources of these schools. The 
difficulty for both the Catholic and state schools is similar. 


Again, returns on endowment investments are constantly 
changing. To set up an endowment figure based on a stated 
rate of return would immediately raise a question of chang- 
ing valuation and the figure would have to be continually 
modified. Reports sent to the United States Office of Educa- 
tion indicate that 92 per cent of the institutions reporting 
contributed services are Catholic institutions. If these in- 
stitutions were to include living endowment in the balance 
sheet, it would increase the total of all endowments reported 
by 14 per cent. It would indicate to the public, through 
national statistics, that there had been an increase in philan- 
thropy of that amount which would not represent the actual 
fact. The main purpose of reporting the equivalent endow- 
ment of Catholic colleges has been to facilitate comparisons 
of these colleges with other educational institutions before 





24 NATIONAL CATHOLIC EDUCATIONAL ASSOCIATION BULLETIN 


the various accrediting associations and state departments 
of education. Most accrediting associations have ceased 
to give major consideration to the requirement of a fixed 
amount of endowment, and are now emphasizing stability 
of income. Obviously, income in the form of contributed 
services is much more stable than that from other sources. 
The amount of endowment, if desired, may be easily esti- 
mated from the figure shown in the income statement. It 
could be clearly shown by a note on the balance sheet, a 
method now in vogue at some schools and one which would 
hardly be objected to by any certified public accountant. 

Questions of this sort are too deep and involved to be 
settled in one article. Educators, both Catholic and non- 
Catholic, have been considering them for several years. As 
is shown here, some of these questions are quite controver- 
sial—which means that there is sound argument back of 
each side. 


It is to be hoped that there will be further serious study, 
both of the principles and of the practical accounting prob- 


lems involved in the question of non-salaried service. Since 
92 per cent of the service now reported is in the Catholic- 
school group, any study of the problem by or for that group 
would naturally have great weight. Final decisions on the 
various phases of it would, of course, involve consideration 
of the other groups (missionary-salary schools, professional 
schools, etc.) and their viewpoints. 





